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The Honorable Carl Levin
United States Senate

Subject: Transportation Infrastructure: Estimated State Funding Under the
Transportation Empowerment Act

Dear Senator Levin:

As you requested, we are providing the results of our analysis of what
obligation authority the states might receive for highway programs under
S.667, the proposed Transportation Empowerment Act (TEA-2). On April 23,
1997, you requested that we estimate a state-by-state breakdown of obligation
authority, using the same assumptions as in our February 11, 1997, report on

an earlier proposed version of TEA-2 for Senator Mack and Congressman
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states would dedicate sufficient funds to offset the reduction in the federal
funds they would receive after federal fuel excise taxes are reduced in fiscal
year 2002. As our work progressed, we identified three technical changes to
TEA-2 that are necessary if the proposed legislation is to achieve its goal of a
zero budget effect. As agreed with your office, we made our TEA-2 estimates
as though those changes had been incorporated; therefore, total highway

outlays equal total highway excise taxes in each year.
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The results of our analysis, and the a.ccumpa.uymg assumptions and technical
changes, are presented in enclosure 1. Notes to enclosure I clarify the
components of the Core Program—the remaining federal highway programs
administered by the Federal Highway Administration (FHWA)-and the

estimates of potential state obligations and state funds. We have also
provided, as enclosure II, the revenue and outlay estimates nndprlvmg

1Tra.nsportation Infrastructure: Estimated Funding Under the Transportation

Empowerment Act (GAO/RCED-97-73R, Feb. 11, 1997).
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analysis, the budget effect of TEA-2 as revised by the technical changes, and
the calculation of the potential state obligations that could be supported by
dedicated state funds and federal grants under TEA-2.
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comment. In comments on our analysis, the Director of FHWA's Office of
Budget and Finance agreed with the reasonabieness of the analysis' approach
and the appropriateness of the data used. FHWA acknowledged that our
estimates agreed with those of FHWA for the Core Program but differed for
the remainder of TEA-2. These differences arose because FHWA did not
estimate the Infrastructure Special Assistance Fund and because FHWA used

different assumntions about the return of excess tax receints to the states
qliferen npuons apout the return Ol exXcess tax recelpts states,

both of which resulted in lower estimates of potential state obligations.

We performed our work from April 1997 through September 1997. In doing
so, we coordinated our efforts with the Congressional Budget Office (CBO),
and our estimates conform to CBO's January baseline budget forecast.
Please call me at (202) 512-3650 if you have any questions. Confributors to
this report were Ron Stouffer, SaraAnn Moessbauer, and Mark Dayton.

Phyllis F. Scheinberg
Associate Director, Transportation Issues
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ESTIMATED STATE OBLIGATIONS UNDER TEA-2 LEGISLATION--FY1998-2002

{Thousands of Dollars)

J e OUSanss O LVONaTs;

States

Alabama
Alaska
Arlzona
Arkansas
Callfornia
Colorado
Connecticut
Delaware
Dist. of Col.
Florida
Georgla
Hawall
Idaho
litinois
Indiana
lowa
Kansas
Kentucky
Loulsiana
#aine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missourl

Mromdara
moihainag

Nebraska
Nevada

New Hampshire
New Jorsey
New Mexico
New York

Marth Dacnileen
VTR waivnng

North Dakota®
Ohlo
Oklahoma
Oregon
Pennsyivania
Rhode Island

Crath Cavnlina
GOURT warCana

South Dakota
Tennesses
Texas

Utah
Vermont
Virginla

Waghinaton
WA

Waest Virginia
Wisconsin
Wyoming
Puerto Rico

Total Apportioned 24,904,341

Nonapportioned
Total Program
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Core Program

Interstate  Interstate  Metro Safety  Motor Carrier
Maintenance Bridge Planning  402/403 Safety Grants
565,563 89,935 3,442 14,084 9,415
308,814 29,108 1,572 4,084 1,798
424037 14,759 4968 11,283 8,107
340,567 60,579 1,672 9,331 5,075
2,250,183 590,346 47,633 78,093 19,973
351,945 87,260 4,448 11,900 6,098
238,158 246,132 4,503 8,709 3,384
85,617 14,808 1,572 4,054 1,788
32,376 66,924 1,572 4,054 1,798
1,115,065 88,692 19,037 35,925 10,045
866,598 35,937 6,099 20,679 13,966
136,974 76,570 1,572 4,054 1,591
174,330 14,759 1,672 5319 3,238
978,818 241,379 15,859 33,564 17,663
§74,822 45,299 5,036 17,576 11,897
357717 36,572 1,763 12,088 7,495
354,740 - 38,068 1,905 12,410 7.337
428,918 28,917 2,388 12,245 7,808
402,688 159,372 4,167 12,857 7,114
111,700 14,759 1,572 4,054 1,229
357,713 61,630 6,699 12,661 6,292
396,776 498,005 8848 15605 5,859
776,718 157,163 10,872 27,586 13,816
479,077 36,456 4,435 16,705 9,361
313817 63,911 1,672 9,647 5,045
614,955 103,029 5,205 18,056 11,170
236,591  47.228 1,572 5318 3,208
252,994 36,878 1,572 8,294 5,339
169,989 14,769 1,704 5,041 2,876
119,541 14,908 1,572 4,054 1,798
524,905 339,132 12,400 19,858 8,723
261,496 14,759 1,572 6,585 3,820
996,059 590,346 26,403 47,665 18,969
£90,788 64,254 4,700 20,313 12,167
156,897 14,759 1,572 5,801 3,767
986,627 204,993 12,451 31,066 17,478
446,783 61,792 2,533 12,942 8,010
331,989 71,953 2,666 10,815 5,835
960,171 596,309 13,481 33,689 18,259
136,974 40,122 1,672 4,054 1,798
878,882 19,200 2,669 11,348 5,739
174,330 14,759 1,572 6,763 924
578,929 63,770 4,149 15,659 8,758
1,931,465 258,403 212N 54,441 19,694
212,657 53,758 2,468 6,067 3,670
107,089 17,150 1,672 4,054 1,798
607,003 124,143 7,163 17,9098 10,319
472,135 160,594 £013 15343 7,944
168,784 127,542 1,572 5,938 3,438
529,331 48,454 4,610 16,977 10,457
164,369 14,759 1,572 4,054 2,026
153,968 25,702 3,975 8,961 1,798
5,930,929 314,333 798,603 385,890

1495659 327,07t -314333 276,398 64,110
26,400,000 6,258,000 0 1,076,000 450,000

(1) @ ) “) )

Subtotal

62,437
345,345
461,154
47,124

2,986,239
461,651
500,976

ama nan

16 1,9%C
108,723
1,268,765
220,760
199,217
1,287,183

7=A [ann
§9,0ev

415,635
414,460
480,276
586,197
133,313
444,995
986 158
546,035
383,992
752,416

nas ane
E5%,VVU0

305,077
194,369
141,872
905,018
288,231
1,660,342

00 AN
f9&,&00

182,796
1,252,615
532,059
423,248
1,621,911
184,519

At ann
#i10,000

197,248
671,264
2,285,274
278,620
131,662
766,537

BR2 N20

VUL, Ve

307,274
609,830
186,779
194,401

32,334,096
4,781,904
37,116,000

€

Potential
State
Obligations

2,120,817
244,775
1,652,817
1,376,554
9,737,454
1,232,281
967,737
278,080
122,520
3,733,018
252,720
524,796
3,541,185

nEe70 044
Ui O i

1,110,860
1,105,960
1,844,188
1,691, 938

1,270,451
2,477,485

aco Ean
#OU,OI1T

768,297
613,603
396,705
2,525,165

826,711
4,210,985

a NNt nan
WL FT0NT

342,139
3,661,780
1,614,137
1,249,606
3,986,781

287,043

1 onn ann
1, 00v,0U

341,538
2,409,305
7,355,485

818,161

280,286
2,738,182

1 AN 1R

UV T

772,947
1,934,207
437,838
0

96,100,000

N

1,793,678
12,723,693
1,603,932
1,468,712
400,028
229,243
6,220,152
4,676,295
473,481
724,013
4,829,338

2004 ADA
RERe S P o

1,626,495
1,520,420
2,324,463
2,278,135

636,239
2,065,635
2,716,179
4,374,284
1,913,603
1,654,443
3,229,901

750,524
1,073,373

807,871

638,577
3,430,173
1,114,942
5,801,327

naodi4Anan
KA LA

524,935
4,914,395
2,146,196
1,672,853
5,608,692

451,562

0 44 4nn
11100

538,787
3,080,569
9,640,758
1,096,782

411,948
3,604,719

2 ERD 048

SR 1

1,080,222
2,644,036
624817
194,401

128,434,096

8

Estimated
Funds Available
To The States

1,450,059
167,417
1,130,468
941,511
6,660,053
842,834
661,896

ann 4nn
150,150

83,799
3,386,563
2,563,243

172,851
358,941
2,422,017

1 TR AAA
LAt

769,787
756,435
1,261,355
1,157,222
343,982
1,108,456
1,225,038
2,317,353
935,365
868,940
1,694,507

40 naAn
Iig,che

525,486
419,681
271,331
1,727,111
565,439
2,880,155

N NeC onn
£,VUV, 097

234,010
2,504,520
1,104,009

854,683
2,726,809

182,647

4 400 Ans
LA T AY

233,599
1.647.874
5,030,876

659,592

191,705
1,872,813

19200 Q48

1 a1V

528,667
1,322,925
299,464
0

65,728,766
9
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ENCLOSURE I ENCLOSURE I
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General Notes:

Our estimates assume that all obligations made prior to FY 1998 for both highway and transit programs that are to be paid from
the Highway Trust Fund and that are unpaid at the start of FY 1998 will be paid as they come due. We do not assurae that
unobligated balances remaining as of the end of FY 1997 will be spent. All authorizations for the Core Program under TEA-2

for FY 1998-2002 are fully obligated. Federal fuel excise taxes are collected at their current rates through the transition years of
1998-2001, and any excess taxes, as defined in TEA-2, are distributed to the states as grants with 100-percent payout in the first
year. Both Section A and Section B outlays of the Infrastructure Special Assistance Fund (ISAF) are assured to be grants with
100-percent payout in the first year, Existing Highway Trust Fund balances are not used to finance prior years' obligations or
new obligations from the Core Program,; rather, those obligations are paid from federal fuel taxes before any grants are made.

Three technical corrections to TEA-2's provisions are incorporated into the estimates to produce the zero budget effect sought
by the legislation. First, the Core Program Financing Rate differs from that proposed in TEA-2: The estimates are based on a
rate of 5 cents in FY 2000; 4 cents in 2001; 3.5 cents in 2002, 2003, and 2004; and 3 cents thereafter; rather than 4 cenis in FY
2000, 3 cents in 2001, and 2 cents thereafter. Second, the Highway Trust Fund Financing Rate in our estimates is 3.5 cents in
FY 2002, 2003, and 2004, and 3 cents thereafter; in the proposed TEA-2, the Highway Trust Fund Financing Rate is 2 cents in
2002 and remains at that level. Finally, the ISAF Section B outlay estimates are net of transfers to the Aquatic Resources Trust
Fund and the Land and Water Conservation Fund., The revenue and outlay estimates are based on the Congressional Budget

Office's January 1997 baseline budget forecast.
Specific Notes by Column Number:

(1) Interstaie Maintenance numbers are net of the administrative deduction of 3,75 percent and of the 1-percent deduction
for metropolitan planning. In addition, 1 percent of the remainder is set aside for the Virgin Islands, Guam, American Samoa,
and the Commonwealth of the Northern Mariana Islands,

(2) Interstate Bridge numbers are net of the administrative deduction of 3.75 percent and of the I-percent deduction for
metropolitan planning., In addition, for states with Indian reservations, 1 percent of each state's apportionment is set aside for
allocation to Indian reservation bridges.

(3) Metropolitan Planning numbers are apportionments of the 1-percent deductions from the Interstate Maintenarice and
Interstate Bridge programs.

GAO/RCED-97-234R Trausportation Empowerment Act



ENCLOSURE 1 : ENCLOSURE I

(4) Safety 402/403 combines both Section 402 Highway Safety Programs and Section 403 Highway Safety Research and
Development. Section 402 is apportioned after a discretionary deduction based on current law (as provided by FHWA). Section
403 funds are not apportioned; they are all in the nonapportioned line of colurmn 4.

(5) Motor Carrier Safety Grants are net of discretionary deductions based on current law (as provided by FHWA).

(6) Subtotal is the Core Program total that sums columns 1 through 5. The "Nonapportioned" and "Total Program" numbers
in column 6 include $2.933 billion for federal lands and emergency relief funding not shown elsewhere; therefore, the values in
column 6 for these rows are greater than the sums of columns 1 through 5 by that amount.

(7) Potential State Obligations are the obligations that could be financed by the estimated state funds in column 9. The
allocation of these potential obligations to the states is based on each state's proportion of total estimated state funds in each
year,

(8) Total is the sum of columns 6 and 7. Total estimated obligation authority is based on apportioned funds only; it does not
include nonapportioned programs, such as Federal Lands, Emergency Relief, Section 403, and the Core Program discretionary
set-asides, nor does it include the administrative deduction for FHWA expenses.

(9) Estimated Funds Available to the States are the sum in each year, for FY 1998 through FY 2001, of (1) any ISAF grants
(both Section A and Section B) and (2) any excess federal tax receipts that might be distributed to the states. For FY 2002 and
beyond, Estimated State Funds are the sum in each year of (1) any ISAF Section B grants and (2) increased state fuel taxes or
other dedicated state funds equal to the federal tax cut in FY 2002. The $1 billion in ISAF Section A grants is assumed to be
fully expended by FY 2001. All states are assumed to increase their highway funding, either through a tax increase or
dedication of other funds, equal to the cut in the federal fuel taxes in FY 2002.

Page 5 GAO/RCED-97-234R Transportation Empowerment Act



ENCLOSURE I1 , ‘ ENCLOSURE II

ESTIMATED FEDERAL REVENUES AND OUTLAYS AND FUNDS AVAILABLE FOR STATE OBLIGATIONS

(Miliions of Dollars) .
1998 1 999_ 2000 2001 2002 2003 2004 2005 2006 2007

Highway Trust Fund (HTF) Revenue Categories

HTF Financing Rate Tax Revenus 21,567 21,946 22,328 22,714 5,674 5,770 5,866 5,111 5,196 5,202
HTF Motorboat and Small Engine Tax Revenue 217 221 224 228 57 58 59 51 52 53
Cors Program Financing Rate Tax Revenue 17450 10,794 7,840 6,378 5,674 5,770 5866 5,111 5196 5282
Truck Tax Revenue--Use, Trailers, Tires 3,344 3,404 3,465 3,526 3,589 3,651 3.715 3,779 3,844 3,909
HTF Outlays )
Unpaid Prior Years' Obligations--Highway 16,995 6,924 3,760 2,581 1,961 1,336 918 504 282 267
Unpaid Prior Years' Obligations--Transit 1,706 1,214 775 465 206 152 95 0 0 0
Core Programs 1,183 4,903 6,092 6,591 6,958 7,345 7,709 8,080 8,388 8,623
ISAF--Section A 911 89 . 0 0 0
ISAF--Saction B 0 1,068 677 267 a1 530 800 254 318 248
Excess Tax Receipts Distribution 3,900 10,931 14,264 16,108
Transters to Aquatic Resources Trust Fund 217 221 224 228 57 58 59 51 52 53
Total Outlays 24,911 25,350 25,793 26,240 9,263 9,421 9,581 8,890 9,040 9,191
1998 1899 2000 200t 2002 2003 2004 2005 2006 2007
Budget Effect :
Federal Fusl Taxes 21,567 21,946 22,328 22,714 5,674 5,770 5,866 5111 5,196 §,282
Plus Truck Taxes 3,344 3,404 3,465 3,526 3,569 3,651 3,715 3,779 3,644 3,909
Total Tax Receipts 24,911 25350 25,793 26,240 9,263 9,421 9,581 8,890 9,040 9,191
Less Tolal Qutlays 24,911 25350 25793 26,240 9,263 9421 9,581 8,890 9,040 9,191
Budget Effect 1] [ 0 0 [}) 0 0 0 0 0
Financing Rates (Cents per Gallon)
Core Program Financing Rate--All Fuels 12 7 5 4 35 3.5 3.5 3 3 3
Highway Trust Fund Financing Rate 201147 2001417 201417 2011417 3.5 35 3.5 3 3 3
[Diesel/Gasoline/Other Fusls (Average}}
Core Program Authorlzations from TEA-2 for 1998-2002 and Projected Authorizations for 2003-2007 Based on a 2.8% Growth Rate
{Miflions of Dollars)
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Core Program o
Interstate Maintenance 5,000 5,100 §,300 5,400 5,600 5,757 5918 6,084 6,254 6,429
Interstate Bridge 1,183 1,217 1,251 1,286 1,321 1,358 1,398 1,435 1,475 1,517
Federal Landg._ 460 473 486 500 514 528 543 558 574 590
Highway Safety--Sec. 402 17 171 171 171 17 176 181 186 191 196
Highway Safety R&D--Sec. 403 44 44 44 44 44 45 46 48 49 51
Motor Carrier Safety State Grants 90 90 90 90 90 93 95 98 101 103
Emergency Relief Funding 100 100 100 100 100 103 106 109 112 115
Total 7,048 7,185 7.442 7,591 7,840 8,060 8,285 8,517 8,756 9,001
Core Program Outlays Based on TEA-2 Authorizations for 1998-2002 and Projected Authorizations for 2003-2007 Based on a 2.8% Growth Rate
Year Obligations 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
1998 7,048 1,183 3,696 1,071 321 203 182 156 155 82 0
1999 7,195 0 1,207 3,773 1,093 328 207 186 159 158 83
2000 7.442 0 0 1,249 3,903 1,130 339 214 192 164 164
2001 7,591 0 0 0 1,274 3,981 1,153 346 219 196 168
2002 7,840 ] 4] 0 0 1316 4,111 1,191 358 226 202
2003 8,060 0 0 0 0 0 1,352 4,226 1,224 368 232
2004 8,285 0 0 0 0 0 0 1,390 4,345 1,259 378
2005 8,517 0 0 0 0 0 0 0 1429 4,466 1,204
2006 8,756 0 0 0 0 0 0 0 0 1,469 4,591
2007 9,001 0 0 0 0 0 0 0 0 0 1,510
Total Outlays 1,183 4,903 8,092 6,591 6,958 7,345 7,709 8,080 8,388 8,623
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ENCLOSURE II ENCLOSURE II

POTENTIAL STATE OBLIGATIONS

Estimated Maximum State Obligation Capacity From Federal Grants and From
State Funds Equivalent to the Federal Excise Tax Reduction (Dollars in Millions)

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

State Funds (Federal Tax Reduction) 17,433 17,731 18,032 19,193 19,518 19,850
ISAF--Section A 911 89 0 0 0 . -
ISAF--Section B 0 1,068 677 267 81 530 800 254 318 248
Distribution of Excess Federal Taxes 3,900 10,931 14,264 16,108
Total Funds Available to the States 4811 12,088 14941 16375 17,514 18,261 18,832 19,447 19,836 20,098
Potential State Obligations - 19,100 19,150 19,250 19,250 19,350 19,500 19,750 19,750 20,250 20,500
Core Program Obligations 7,048 7,195 7,442 7,591 7,840 8,060 8,285 8,517 8,756 9,001
Total Estimated Obligations for TEA-2 26,148 26,345 26,692 26,841 27,190 27560 28,035 28,267 29,006 29,501
State Oullays
Year Funds Obligations 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
1998 4,811 19,100 3,205 10,016 2,901 871 550 493 422 420 222 0
1999 12,088 19,150 3,213 10,042 2,909 873 552 494 423 421 222
2000 14,941 19,250 3,230 10,095 2,924 878 554 497 425 424
2001 16,375 19,250 3,230 10,095 2,924 878 5§54 497 425
2002 17,514 19,350 3,247 10,147 2,939 882 557 499
2003 18,261 19,500 3,272 10,226 2,962 889 562
2004 18,832 19,750 3,314 10,357 3,000 901
2005 19,447 19,750 3,314 10,357 3,000
2006 19,836 20,250 3,398 - 10,619
2007 20,098 20,500 3,440
Total Outlays 3205 13,229 16,1774 17,105 17,689 18,265 18,827 19,410 19,766 20,002
~ State Funds 4,811 12,088 14,941 16.375 17,514 18,261 18,832 19,447 19,836 20,098
Less Total Outlays 3205 13229 16,174 17,105 17,689 18,265 18,827 19410 19,766 20,092
Net Income 1606 -1,142 1,232 -729 -175 -4 4 37 70 6
Starling Balance 0 1,808 1,125 395 175 5 2 6 45 120
Plus Net Income 1,606 -1,142  -1,232 -729 -175 -4 4 37 70 6
Plus Interest 202 459 503 510 5 0 0 2 5 8
Ending Balance 1,808 1,126 395 175 5 2 6 45 120 134
TOTALS
1998 1999 2000 2001 2002 2003 1998-2001 1998-2002 1998-2007
State Funds 4,811 12,088 14,941 16,376 17,514 18,261 48,216 65,729 162,203
Obligations 19,100 19,150 19,250 19,250 19,350 19,500 76,750 96,100 195,850
% Obligations>Funds 297% 58% 29% 18% 10% 7% 59% 46% 21%

Interast Rate on Federal Trust Fund Balances 0.0630 0.0630 0.0630 0.0620 0.0620 0.0620 0.0620 0.0620 0.0620 0.0620
(348030) .

Page 7 GAO/RCED-97-234R Transportation Empowerment Act
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